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SUB J : UK NOTE ON BILATERAL DEALS WITH OIL PRODUCING COUNTRIES 

UK DEL CIRCULATED FOLLOWING NOTE DATED 1/14/74 TO THE CHAIRMAN 
AND MEMBERS OF THE SCEPC AND TO THE CHAIRMAN OF THE ECONOMIC 
COMMITTEE: QUOTE: 

BILATERAL DEALS WITH OIL PRODUCING COUNTRIES 

1. THERE HAVE APPEARED SUGGESTIONS IN THE PRESS RECENTLY 
THAT THE UNITED KINGDOM HAS CONCLUDED, OR IS ABOUT TO 
CONCULUDE, BILATERAL DEALS FOR OIL AGAINST ARMS, INVEST- 
MENT, INDUSTRIALISATION, TECHNICAL ASSISTANCE, OR A 
MIXTURE OF ALL THESE ELEMENTS, WITH A NUMBER OF OIL 
PRODUCER GOVERNMENTS. THESE HAVE BEEN GIVEN NEW CURRENCY 
BY REPORTS THAT THE FRENCH GOVERNMENT HAVE CONCLUDED A 
LONG-TERM DEAL FOR OIL WITH SAUDI ARABIA. IT HAS BEEN 
REPORTED THAT JAPAN, THE FEDERAL REPUBLIC OF GERMANY, AND 
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SOME OTHER EUROPEAN COUNTRIES HAVE ALSO BEEN TRYING TO 
SECURE SUPPLIES OF OIL BY MEANS OF SUCH DEALS. 

2. THE UNITED KINGDOM VIEW IS THAT WE DO NOT BELIEVE THAT 
THERE IS ANY INCOMPATIBILITY BETWEEN THE PURSUIT OF THE 
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GOAL OF CONSUMER COOPERATION, OR OF A COMMUNITY ENERGY 
POLICY, AND OUR OWN PARALLEL BILATERAL EXPLORATIONS WITH 
E.G. THE SAUDIS AND THE IRANIANS. OUR CONTACTS WITH 
ARAB PRODUCERS HAVE CONCENTRATED ON GETTING THE OIL WEAPON 
RELAXED. BUT IN THE COURSE OF THESE CONTACTS WE HAVE ALSO 
HAD APPROACHES ABOUT FUTURE OIL SUPPLIES. THE POINTS WE 
MUST CONSIDER INCLUDE: 

A. IN A PERIOD OF CONTINUING SUPPLY SHORTAGES, IT 
WOULD BE IRRESPONSIBLE NOT TO DO ALL WE CAN TO 
SEEK INCREASE AVAILABLE SUPPLIES. A NUMBER OF 
PRODUCER STATES, NOTABLY SAUDI ARABIA, HAVE MADE 
IT VERY CLEAR IN RECENT MONTHS THAT IN THE FUTURE 
INCREASED PRODUCTION WILL BE AUTHORISED ONLY IN 
EXCHANGE FOR CONTRIBUTIONS TO THEIR ECONOMIC AND 
INDUSTRIAL DEVELOPMENT. 

B. PRODUCER GOVERNMENTS ARE PLANNING TO SELL THEIR 
PARTICIPATION OIL DIRECT TO CONSUMERS, AND IN SOME 
CASES ON A GOVERNMENT-TO-GOVERNMENT BASIS. AGAIN 
WE NEED TO ESTABLISH JUST WHAT THEY HAVE IN MIND. 

C. OUR OWN EXPLORATORY CONTACTS ARE STILL AT AN EARLY STAGE. 

D. THE INITIATIVE FOR THE DISCUSSIONS WE HAVE HAD 
CAME IN EACH CASE FROM THE PRODUCER COUNTRY CON- 
CERNED. IF WE HAVE REBUFFED THEIR APPROACHES, IT 
WOULD HAVE ALIENATED THEIR SYMPATHY AND COULD 
DAMAGE THE PROSPECTS FOR COOPERATION WITH PRODUCERS 
MORE GENERALLY. 

E. A CRUCIAL QUESTION WILL BE PRICE. WE ARE NOT IN 
FAVOUR OF BILATERAL DEALS WHICH MIGHT ACCELERATE 
PRICE ESCALATION. NOR ARE WE IN FAVOUR OF WHITTLING 
AWAY THE ROLE OF THE INTERNATIONAL OIL COMPANIES: 

THEY HAVE SERVED THE INTERNATIONAL COMMUNITY WELL 
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IN THE PAST AND WILL, IN OUR VIEW, HAVE A CONTINUING 
ROLE TO PLAY IN THE EXPLORATION, DEVELOPMENT AND 
DISTRIBUTION OF OIL. BUT WE HAVE TO RECOGNISE 
THE PRODUCERS WILL, MORE AND MORE, TREAT THEM AS 
EXPERTS IN EXPLORATION AND DISTRIBUTION AND TEND 
TOWARDS A SERVICE-CONTRACT TYPE RELATIONSHIP. 

F. WE ARE WELL AWARE OF THE PROBLEMS THAT THE COMPLETELY 
NEW SITUATION CAN POSE, AND REMAIN COMMITTED TO 
COOPERATION WITH OTHER CONSUMERS. WE ARE EXPLORING, 

AND IN DOING SO WE HAVE THE INTERESTS OF OUR PARTNERS 

IN MIND ALSO, FOR EXAMPLE THE POSSIBILITY THAT ANY- 
THING THAT THE PRODUCERS ARE PREPARED TO OFFER 
COULD BE DEVELOPED ON A EUROPEAN RATHER THAN A 
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NATIONAL BASIS. 

G. IN THE LATTER CONTEXT WE ARE READY TO CONSIDER 
WITH OUR EEC PARTNERS THE DEVELOPMENT OF A COMMUNITY 
FRAMEWORK WITHIN WHICH BILATERAL DEALS, WHICH ANY 
EEC MEMBER MAY CONCLUDE, COULD BE SUBSUMED. 

3. NONE OF OUR DISCUSSIONS WITH PRODUCER GOVERNMENTS ARE 
CONNECTED IN ANY WAY WITH THE SUPPLY OF ARMS. WE HAVE, 

OF COURSE, SOLD ARMS TO A NUMBER OF OIL PRODUCING 
COUNTRIES AND FURTHER SALES ARE UNDER DISCUSSIONS. BUT 
THERE IS NO LINK BETWEEN OIL AND ARMS SUPPLIES. RUMSFELD 
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